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SUBJECT: ANDREOTTI VISIT TO BONN: PINANCIAL DISCUSSIONS 

1 . WE ARE CONPIDENTIALLY TOLD (TREAT STRICTLY NOPORN) 

BY A PARTICIPANT IN MEETINGS THAT IT AT JAN OPFICIALS 
ACCOMPANYING ANDREOTTI RAISED WITH THEIR GERMAN COUNTER- 
PARTS THE PROPOSED EC LOAN TO ITALY TO MAKE UP POR THE 
WITHDRAWAL OF UK PART OF PREVIOUS EC SUPPORT. ITALIANS 
INPORMALLY EXPLORED POSSIBILITY OF LIFTING THE PRESENT 
"FREEZE" OP DISCUSSIONS IN EC OP THIS LOAN UNTIL IMF 
ASSISTANCE AGREED AND INDICATED THEY POUND THIS 
FREEZE PERPLEXING AND EMBARRASSING. GERMAN OPFICIALS 
DISCOURAGED THESE ITALIAN FEELERS, POINTING OUT 
THE CONDITIONALITY OF EC LOAN CLOSELY LINKED TO IMF 
CONDITIONS AND THAT FRG DESIRED TO WAIT WITH EC 
DISCUSSIONS UNTIL IMP CONDITIONS NEGOTIATED. NEGATIVE 
GERMAN OPPICIAL REACTION TO ITALIAN PEELERS LED TO 
ANDREOTTI HIMSELP NOT RAISING QUESTION OP UNFREEZING 
OP EC LOAN DISCUSSIONS WITH THE CHANCELLOR AND AGREED 
CONCLUSIONS PAPER ON MEETING (SEE PARA 4 BELOW) 
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CONTAINS ONLY GENERAL STATEMENT OP GERMAN SUPPORT POR 
TIMELY IMP AND EC ASSISTANCE TO ITALY WITH NO DOUBT 
LEFT IN ITALIANS MIND THAT THE ERG DOES NOT SUPPORT 
UNFREEZING OF EC DISCUSSIONS AT THIS TIME. IN A 
SEPARATE CONVERSATION, POREIGN OFPICE SOURCES TELL US 
THAT EC COMMISSION IS EXPECTED TO TABLE A PROPOSAL 
POR $500 MILLION CREDIT (REPLACING UK CONTRIBUTION) 
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TO ITALY AT THE MEETING OE MONETARY EXPERTS ON 
JANUARY 24. 

2. CONCERNING THE IMF CREDIT, THE CHANCELLOR HIMSELF 
INITIATED DISCUSSION OF THIS TOPIC. HE INDICATED 
SUPPORT FOR ITALIAN CREDIT, BUT STRESSED THE NEED TO 
"PRESERVE THE AUTHORITY" OF THE IMF AND TO MAKE 
ASSISTANCE TO ITALY DEPENDENT ON "TOUGH" CONDITIONS 
AS HAD BEEN DONE IN THE CASE OF THE UK. THE 
CHANCELLOR STRESSED, HOWEVER, THAT THERE WAS NO 
INTENTION TO IMPOSE CONDITIONS WHICH ITALY 
"OBJECTIVELY" COULD NOT FULFILL. ANDREOTTI GENERALLY 
WELCOMED THE CONDITIONALITY OF IMF ASSISTANCE, BUT 
IN LENGTHY DISCUSSION INDICATED THAT IN THE END IT 
PROBABLY WOULD BE NECESSARY TO RETAIN SOME REMNANTS 
OF "SCALA MOBILE" SYSTEM OF WAGE INDEXATION. 

3. CHANCELLOR MADE CLEAR THAT THE ERG IS NOT 
WILLING TO CONSIDER FURTHER BILATERAL CREDITS TO 
ITALY. 

4. FOLLOWING "CONCLUSIONS PAPER" OF MEETING WAS 
AGREED TO SERVE AS GUIDANCE FOR PRESS SPOKESMEN BUT 
NOT TO BE ISSUED AS FORMAL PRESS RELEASE. PAPER WAS 
DRAFTED BY GERMANS AND AGREED BY ITALIANS WHO ADDED ONLY 
"AND EARLY" IN THIRD SENTENCE: 

BEGIN QUOTE: THE FEDERAL CHANCELLOR FINDS THE 
DETERMINED ACTION OF THE ITALIAN GOVERNMENT IN ORDER 
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TO REESTABLISH STABLE ECONOMIC CONDITIONS VERY 
ENCOURAGING. HE UNDERLINES THAT HE FOLLOWS WITH 
GREAT SYMPATHY THE NEGOTIATIONS IN PROGRESS BETWEEN 
THE ITALIAN AUTHORITIES AND THE IMF. HE LOOKS 
FORWARD WITH CONFIDENCE TO THE POSITIVE AND EARLY 
RESULTS OF THESE NEGOTIATIONS AND EXPRESSES HIS 
CONVICTION THAT THEY WILL GIVE ADDITIONAL SUPPORT 
TO THE ITALIAN STABILIZATION PROGRAMME. 

IN THIS CONTEXT THE FEDERAL CHANCELLOR CONFIRMS BOTH 
AS A MEMBER OF THE EEC AND THE IMF THE ACTIVE 
SOLIDARITY OF THE FEDERAL REPUBLIC OF GERMANY WITH 
ITALY. END QUOTE. 

STOESSEL 
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